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INTRODUCTION
The Institute's Committee on Federal Taxation

offers the following suggestions for tax form revision

with the view of assisting in the achievement of clear,
simple and concise forms which can be used by taxpayers
in fulfilling their obligations under our self-assessment

tax system with a minimum of difficulty and a maximum of

understanding.

The Committee recognizes the many problems
inherent in developing tax forms which must be
comprehensive enough to reflect the complex reporting

requirements of the tax law and at the same time be

simple enough to facilitate compliance.

We commend the

Tax Forms Coordinating Committee of the Internal Revenue

Service for its diligent efforts in a continuing process
of analysis of forms to determine where improvements may

be made and for its successes in developing forms which
meet the criteria of clarity and technical compliance.

This report consists of two parts.

Part I

contains suggestions for the standardization of tax

forms and suggestions for modifications of specific
forms.

Part II contains suggestions for revision of

Form 1040.

PART I

A.

STANDARDIZATION OF TAX FORMS

1.
Some spacing problems could be alleviated by minimizing

the margins (top, bottom and sides) on all the forms since it
would appear that all of the margins are not necessary.

This

is particularly true of Forms 1041 and 1120.

2.

Specific space should be provided on all forms and
supporting schedules for a taxpayer's name and identification
number.

The presence of the taxpayer identification number

would eliminate the need for supplying the taxpayer's address.

3.

Most forms providing space for the taxpayer identi

fication number do so in the general area of the upper right
hand corner of the body of the form (Form 1065 being a notable
exception).

Such space should be uniformly provided at the

extreme upper right hand corner of the body.

4.
All forms should be printed so that they can be

read by turning the pages from bottom to top (Form 1040 and

Schedule B are notable exceptions to this principle).

5.

The publication of Form 1040 in 8½” width in the
booklet mailed to taxpayers is an excellent step to conforming
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that form size with ordinary business standards.

In addition,

a number of other forms (e.g., Forms 1116, 1120 and 1065) are

published on paper of that width.

It is suggested that all

forms ultimately be published in uniform 8½” width for ease

of use.

6.

The various return forms vary considerably with
respect to the format for required signatures.

It would be

helpful if all returns would contain fundamentally the same

signature arrangement.

The space for dating should be con

sistently placed, logically to the right of the signature space.

7.

Forms 1120, 1120-S, 1065 and Form 1040, Schedule C,

differ in certain respects where it does not appear that
differences are appropriate.

The following items should be

uniformly treated on these returns:

a.

Forms 1065 and 1120-S and Form 1040, Schedule C,
ask whether the business is located within the

boundaries of the city indicated on the return,
whereas Form 1120 does not raise this question.

Unless the question serves a significant
purpose it is suggested that it be uniformly

omitted.
b.

Forms 1120-S, 1065 and Form 1040, Schedule C,
ask if Form 941 was filed but Form 1120 does
not raise the question.

It is suggested that
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the question at one time served an educational

purpose which is no longer required and that it
be uniformly omitted.
c.

Forms 1120-S, 1065 and Form 1040, Schedule C,
ask questions concerning duration of business
activity during the year but Form 1120 does not
raise the question.

It is suggested that this

question is not necessary on Forms 1120-S and

1065 since, like Form 1120, they are solely
business returns.

d.

The format of the Cost of Goods Sold schedule
on Forms 1120 and 1120-S differs from the format
on Form 1065 and Schedule C, Form 1040, in that

the latter forms require reporting the amount of
"materials and supplies” purchased.

This extra

item would not ordinarily be substantial and

could be confused with "merchandise.”

Accordingly,

it is suggested that the format of Forms 1120
and 1120-S be uniformly adopted (excepting the

difference concerning items withdrawn for
personal use).
e.

Form 1065 requires detailed listings of dividends,
while Forms 1120 and 1041 require no detail of

specific dividends.

It is suggested that no such

detail be required on Form 1065, to conform with
the other returns.
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f.

The various forms differ as to distinction
between kinds of interest income.

For example,

Form 1065 requires reporting only one combined

interest amount (p. 1, line 6), while Form 1041
calls for three classifications

3 and 4).

(p. 1, lines 2,

It is suggested that all returns call

for only one combined amount.

8.

Forms 1065 and 1120 require a classi
fication of the
total depreciation deduction into various categories (straightUnless this information serves

line, declining balance, etc.).

a substantial purpose it is suggested that the requirement be

eliminated, in view of the time and effort required to develop
the information.

9.
Ease and simplicity in preparing tax returns would

be served if the format of the depreciation schedule were
standardized on the various returns.

helpful

In addition, it would be

if such schedule provided for reconciling beginning

and ending balances of cost and reserve accounts.

It is

suggested that a separate depreciation form could be developed
along those lines for attachment to any of the various returns.

10.

At present, Schedule K of Form 1065 provides for
distribution of the investment in Section 38 property, whereas

Forms 1041 and 1120-S, with the same problem, make no provision
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for such a schedule.

Since this schedule is quite voluminous and

is common for all three forms, it is desirable that it be
eliminated from Schedule K of Form 1065 and a single form be

designed for attachment to Forms 1041, 1065 and 1120-S.

B.

SUGGESTED MODIFICATIONS OF SPECIFIC FORMS

Form 709
The space for signature of the consenting spouse on

Form 709 is somewhat obscured in the body of the form.

Execution

by the consenting spouse is often overlooked by taxpayers

although filing instructions may emphasize the need for such

signature.
It is suggested that the statement by the consenting

spouse and space for signature be moved to the bottom of the

form.

Perhaps the taxpayer's and preparer's Jurat could be

placed on one side and the spouse’s consent on the other side.
This arrangement would make it clearer that an additional
signature may be required.

Form 990-A
1.

This form should distinguish clearly and consistently
between principal and income so as to conform with fund

accounting.

For example, lines 1 to 16 could be identified as

income and lines 17 to 21 as principal.

On the balance sheet,

Schedule B, a line for principal could be provided, the net
changes in which could tie in with lines 17 to 21.
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2.
Provision should be made for a reconciliation of

the changes in principal and accumulated income for the year.
Preparers often omit information from the face of this return

because of the complexity of the report.

If a reconciliation

of the change in principal and accumulated income were
required the incidence of these omissions would be minimized

because the reconciliation would prove the amounts shown on
page 1.

Form 1040X
1.

Form 1040X could be improved by adding a "Taxable
Income” line after present line 2 on pagel. Since the pre
parer must develop that amount to compute the new tax liability
it appears logical to do so on the form itself.

2.
The heading of column A should be changed to "As

originally reported or as last determined," parallel with

Forms 1045 and 1139.

This would more clearly indicate the

need to reflect changes which have already been effected.

3.

It is suggested that Question c on page 1 is not

necessary and should be omitted.
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4.

It would appear helpful if line 3 on page 1 were

the amount of tax before credits and line 7 were changed to
include all credits.

Otherwise the netting of credits in line 3

could be somewhat confusing.

5.

The instruction for line 14 is too narrowly stated in
confining its apparent application only to "a refund larger

than the amount claimed on your original return.”

A refund

could arise on the amended return even if the original return

showed a balance due.
Form 1065

Schedules K and M - To permit greater ease in
preparing Form 1065, Schedule K on page 3 (Partners' Shares
of Income, Credits and Deductions) and Schedule M on Page 4

(Reconciliation of Partners’ Capital Accounts) could be combined.

The space required for this would be made available if the
prior suggestion concerning a separate investment credit distri

bution schedule were adopted (Section A, item 10).
Form 1120

A problem area exists in connection with a Section 1562

multiple surtax election where there are only two corporations
involved with one showing a profit and the other a loss.

Under

Section 1562(b)(1)(A) the 6% additional tax in not applicable.
However, there is nothing on Form 1120 to indicate the
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application of Section 1562(b)(1)(A).

Perhaps the following

phrase is needed at the end of the instruction at Schedule J,
line 4(c):

"(unless Section 1562(b)(1)(A) applies) "
In addition., it would be helpful if the following
were added to the two questions at item N, p. 3:
"Does Section 1562(b)(1)(A) apply?

yes

no

Form 1120, Schedule E

Form 1120, Schedule E, does not provide sufficient

space for the name, address and social security number of
officers.

If the addresses serve no significant purpose that

particular information might no longer be required.

Form 1120, Schedule L

Form 1120, Schedule L provides for reporting
separately balances of "Retained Earnings--Appropriated" and
"Retained Earnings—Unappropriated," with a further requirement

that Unappropriated Retained Earnings be analyzed in Schedule M-2.

It is suggested that the distinction between appropriated and
unappropriated retained earnings would be confusing to most

taxpayers and is insignificant for income tax purposes.

For

this reason the distinction should be eliminated.

Form 1120, Schedule M
With respect to lines 5, 7 and 8 of Schedule M-1,

it is suggested that the lines devoted to depreciation,
depletion and non-taxable interest be left blank to allow
more space for taxpayers to enter the particular items applicable
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to themselves.

Many taxpayers have other kinds of entries

applicable to these lines and should have as much flexible
space as possible for their own individual needs.

Form 1120-S,2-----------Schedule M
-----------There should be provided on Form 1120-S a schedule

for the analysis of retained earnings somewhat similar to
Schedule M-2 on page 4 of Form 1120.

The added schedule

should be divided into two parts. one for retained earnings
prior to the election of Subchapter S status and the other for

retained earnings after such election.

This would permit a

current record of retained earnings for the pre- and post
election periods.

2.
The comment

similar to that appearing above under

Form 1120, Schedule M is especially pertinent here.

Form 1139
In 1966 the regulations changed, allowing corporate

taxpayers to use Form 1139 for quick refund of income taxes

attributable to a carryback of an unused investment credit.
However, Form 1139 does not provide space in the upper right

hand corner for both a net operating loss and an unused

investment credit carryback arising in the same year.

This

would seem to indicate that the Treasury Department wants
taxpayers to use a separate form for each type of carryback.
The Form 1139 should be revised as indicated:

Box No. 1 -- Enter the taxable year, amount of net
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operating loss and/or unused investment credit.

Year ended _________________________________ ______
Net Operating Loss ______________________________

Unused Investment Credit
This would allow corporate taxpayers to carry back
both items from the year of loss on the same form.

Form 2210
----------

1.
To eliminate using Form 2210 to excuse a frequently

recurring exception to the underpayment penalty the following
language could appear on the face of Form 1040:
"If a penalty for underpayment of estimated tax
is excused through application of Exception 1

referred to on Form 2210, check here

.

If

not, attach Form 2210."

2.
The reference in Instruction E to line 3 of Part III
should be, instead, to line 2 thereof.

Form 2220

1.

For the convenience of taxpayers an exception

computation schedule should be added to this form consistent
with the format of Form 2210.

2.
To eliminate using Form 2220 to justify a frequently

recurring exception to the underpayment penalty the following
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language could appear on the face of Form 1120:
”If a penalty for underpayment of estimated

tax is excused by reason of Section 6655(d)(1)

check here.

If not, attach Form 2220.”

Form 3468
With the elimination of the reporting of "Suspension

Period Property” the additional space that is made available
on this form could be used for the reporting of ’’Recomputation

of Prior Year Investment Credit."
of Form 3468 attached.)

(See suggested revision

FORM

Computation of Investment Credit

3468

1967

TO BE ATTACHED TO YOUR TAX RETURN
For calendar year 1967 or other taxable year beginning

U.S. Treasury Department
Internal Revenue Service

....

, 1967, ending ................................ ................. , 19........

...........

Social Security Number

Emloyer. I.D. Number

Name

1

1 Investment in new and used property

NOTE: Include your share of investment in property by a partnership, estate, trust, small business corporation, or lessor.
Type of
property

NEW
PROPERTY
USED
PROPERTY
(Sot instructions for
dollar limitation)

Line

(1)
Life years

(a)

4 or more but less than 6

33’/,

(b)

6 or more but less than 8

66%

(2)
Cost or basis

(c)

8 or more

100

(d)

4 or more but less than 6

33’/,

(e)

6 or more but less than 8

66%

(f)

8 or more

100

2 Total qualified investment—Add

(4)
Investment
(Column 2 x column 3)

(3)
Applicable percentage

lines 1(a) through 1(f)........................................

3 Tentative investment credit—7% of line2 (3% for public utility property).......................................................

4 Carryback and carryover of unused credit(s) (attach computation).....................................................................
5
TOTAL—Add lines 3 and 4.................................................................................................................................................
LIMITATION
6 (a) Individuals—Enter amount from line 12, page 1, Form 1040 ............................................................................

(b) Estates and trusts—Enter amount from line 25 or 26, page 1, Form 1041...........................................

(c) Corporations—Enter amount from line 7, Tax Computation Schedule, Form 1120......................
7 Individuals, estates and trusts: (a) Foreign tax credit..................................................................................................

(b) Retirement income credit.............................................................................
8 Total—Add lines 7 (a) and (b).................................................................................................................................................
9 Line 6 less line 8

•......................................................................................................................................................................

(Married persons filing separately, affiliated groups, estates and trusts, see instructions
10 (a) Enter amount on line 9 or $25,000, whichever is lesser...................................................................................

(b) If line 9 exceeds $25,000, multiply the excess by

fifty percent.

11 Total—Add lines 10(a) and (b).................................................................................................................................................

12 Investment credit—Enter amount on line 5 or line 11 whichever is lesser.......................................................
SCHEDULE A
If any part of your investment in 1 above was made by a partnership, estate, trust, small business corporation, or lessor complete the following:
Property

Name
(Partnership, estate, trust, etc.)

Address

Now

Used

Life years

$....................................
$....................................

REC0MPUTATI0N OF PRIOR YEAR INVESTMENT CREDIT

Date
Cost or
other basis acquired

1.
2.

3.
Life

9. (less 8)
5
Revised
4.
Original
Reduction of
7 Applicable 3 Qualified qualified
6.
Applicable Qualified
percentage investment Life percentage investment investment

Total reduction in qualified investment ....................................................................
Tax from recomputing investment credit (7% of line 1) Form 1040 line 14(b)

PART II

REVISION OF FORM 1040

A.

Page 1, Form 1040 (See revised Form 1040 attached)
1.

The height of the space for taxpayer's name

should be reduced to conserve space.

2.

The space allowed on the present form for

prior year’s name and address is inadequate.

The height of

this space should be increased.
3.

The data requested regarding "present employers"

is ambiguous insofar as the word "present" is concerned.

It

appears that the W2s attached to the return furnish the infor
mation that might be required in this regard.

The elimination

of this data would conserve space for other purposes (See 6

below).

4.

Line 12 should be revised to provide boxes for

the taxpayer to indicate the source of computation of the tax

including Schedule D and Schedule G not presently provided for.
5.

At present there is a single section for "Balance

Due or Refund."

It is suggested that these side captions be

changed as so to separate "Balance Due" lines from "Refund"

lines in view of expansion of "Balance Due" section recommended
in 6 below.

6,

The form, as presently designed, does not

provide for adding to the tax additional charges for under
estimating and interest for payments made after the due date.
By conserving space elsewhere in the form as indicated above,
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it will be possible to provide additional lines on the face

of the return for these charges in order to show the arithmetic

in arriving at the total amount to be paid with the return.
B.

Page 2, Form 1040
1.

One of the general recommendations being made

with respect to all tax forms is that the taxpayer’s address

appear only on the first page of the form and the taxpayer’s
name and social security number appear at the top of each page

of each schedule after the first page of Form 1040.

The

instructions should provide that in case of a joint return,
the husband’s social security number be furnished.

2.

It appears that no important purpose is served

by the breakdown of interest income on page 2.

The breakdown

should be eliminated so as to provide for more flexible use of
the limited space allotted.

3.

In the medical deduction schedule, the specifically

deductible portion of medical insurance premiums now appearing
on line 1 should be changed to appear immediately after the

line presently designated as line 8.

This would enable the

total medical deduction to be arrived at by adding two numbers
appearing one above the other rather than by scanning the entire
schedule or making a separate computation.

4.

An additional uncaptioned line should be provided

for the Using of other deductible taxes.

C.

Page 1, Schedule B
1.

As presently designed, Schedule B provides little

or no space for reporting income from partnerships, fiduciaries

- 3 -

and Subchapter S corporations.

By eliminating separate groupings

from each of these three "conduit” sources of income, the limited

space allotted could be used with greater flexibility.

To identify

the source of the ’’conduit” income it would appear adequate to

furnish the name and employer ID number of the ’’conduit” together
with the form number from which the income is reported (i.e.,
1041, 1065 and 1120-S).

3.

There does not appear to be any need to show

"Nature of Income” from partnerships.

No similar requirement

is made for fiduciary or Subchapter S income.

D.

Page 1, Schedule C

1. The purpose, if any, of questions H and I on
could be served by a single question such as:

page 1

"If business

was owned less then 12 months during year, check here

2.

”

Question 2 at the bottom of page 2, Schedule C

could be moved up to the top of page 1 along with the other

general questions.

3.

The Cost of Goods Sold section of the Profit

and Loss Statement should be moved to the top of page 2 of

Schedule C so as to afford additional space on page 1 for

listing line items and thus minimize the need for attaching
a supplementary schedule of ’’Other Business Expenses.”

E.

Page 2, Schedule C

1.

The question regarding inventory that now

appears at the bottom of page 2 could be moved up directly

below the "Cost of Goods Sold” section to which it is related.

(See No. 3 above)
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2.

The inclusion of "Expense Account Information"

probably served a useful educational purpose for a reasonable

number of years after the passage of the Revenue Act of 1962.

We believe that it is now possible to eliminate these questions

from Schedule C of Form 1040 (as well as Forms 1065, 1120 and
1120-S) so as to make this space available for a more flexible

design of Schedule C.

Any records required to be maintained

under Section 264 would be available in the event of IRS audit.

F.

Page 1, Schedule C-3
1.

It is recommended that provision be made under

line 5--Net earnings (or loss) from self-employment--for an

additional item "(f) From other services."

2.

By the elimination of the name and address at

the top of the page, more adequate space can be provided for
the business address appearing as item C in Schedule SE.

The

name and social security number of self-employed person at the
top of the page should furnish sufficient identification.

G.

Page 1, Schedule D

1.

The contents of column a of Part I appear to be

totally unnecessary since the kind of property is self

evident from the description in column b.
XYZ Co. or 20 acres of land)

(e.g., 20 shs.

Therefore, this entire space should

be given over to a single description column.

2.

Column c calling for

"How Acquired" should be

eliminated since it would appear to impose an inordinate

audit burden on practitioners.

In the alternative, the
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instructions might provide for filling in this column if the

property was acquired other than by purchase.
3.

The heading of line 6, Part I should be expanded

so as to include the reporting of net long term gains from
Subchapter S corporations.

1040 U.S. Individual
Income Tax Return

।

Form

for the year January 1-December 31

1967, ending
or other taxable year beginning ... ...............
.................

P le a s e p r in t o r ty p e

First name and Initial (If joint return, use first names and middle Initials of both)

Your social security number

Home address (Number and street or rural route)

Your occupation

City, town or post office, and State

ZIP code

Enter below name and address used on your return for 1966 (if some as above, write ‘‘Same").
from separate to joint or joint to separate returns, enter 1966 names and addresses.

Your Filing Status—check

1c □ Married filing separately. If spouse is also filing a return,

□

2b Spouse

.

.

□

Spouse's occupation

65 or over

Blind
Enter
number

□

□

□

□

of boxes
checked ►

d with
3a First names of your dependent children who live

you.............................................................................................................
..................................................................................................................

If joint re
turn include
all income
of both
husband
and wife

Find tex
from table
------ OR------

4

Figure tn
using tax
rate
schedules

.

Wages, salaries, tips, etc.

If not shown on attached Forms W—2 attach explanation

5

6

Other income (from page 2, Part II, line 8)_____________________________________________

6

7

Total (add lines 5 and 6)_________________________________________________________

7

8

Adjustments to income (from page 2, Part III, line 5)__________________________________

8

9

Total income (subtract line 8 from line 7)

9

10

If you do not itemize deductions and line 9 is less than $5,000, find your tax from
tables in instructions.
Do not use lines 11a, b, c, or d.
Enter tax on line 12.

10

If you itemize deductions, enter total from page 2, Part IV, line 17
If you do not itemize deductions, and line 9 is $5,000 or more enter the larger of:
(1) 10 percent of line 9;
OR
(2) $200 ($100 if married and filing separate return)
plus $100 for each exemption claimed on line 4, above.
Deduction under (1) or (2) limited to $1,000 ($500 if married and filing separately).

11a

11b Subtract line 11a from line 9

11b

11c Multiply total number of exemptions on line 4, above, by $600

11c

11d Subtract line 11c from line 11b. Enter balance on this line. (Figure your tax on this
amount by using tax rate schedule on page 11 of instructions.) Enter tax on line 12.

11d

12 Tax //Table

h e re

Total exemptions claimed

5

11a

Enter
number ►

3b Number of other dependents (from page 2, Part I, line 3)

Unmarried Head of Household

Income
F o rm W - 2 h e re

.

rity number
secu

enter her (his) social security number in space provided above
1d □

off

.

.

If changing

Regular

2a Yourself .

Spouse’s social

and give first name here.................................... ..................................

1e □ Surviving widow(er) with dependent child

P lease a tta c h C o p y B

If none filed, give reason.

Your Exemptions

only one:

Married filing joint return (even if only one had income)

lb □

Money O rd er

1967,

..................................... 19......

Last name

1a □ Single

P le a se a tta c h Check o r

19
67

U.S Treasury Department, Internal Revenue Service

//Rate Schedule

Schedule D

Schedule G

.............. -........... -

12
......................................

13

L_Your
—Tax,
Credits,
and
Pay
ments

Total credits (from page 2, Part V, line 4)

14a income tax (subtract line 13 from line 12)

14a

14b Tax from recomputing prior year investment credit (Form 3468)

14b

15

Self-employment tax (Schedule C-3 or F-1)

15

16

Total tax (add lines 14a, 14b, and 15)

16

17

Total Federal income tax withheld (attach Forms W-2)

17

18

Excess F.I.C.A. tax withheld (two or more employers—see page 5 of instr.)

18

19

□ Nonhighway Federal gasoline tex—Form 4136, □ Reg. Inv.—Form 2439

19

20

1967 Estimated tax payments (Include 1966 overpayment allowed as a credit)

20

21

Total (add lines 17,18, 19, and

Balance 22a If tax (line 16) is greater than payments (line 21) enter excess here
Due

Refund

-

13

22b Additional charge (Form 2210)
22c Interest from due date to date of payment
22d Balance due. Pay in full with return

22a
22b
22c
22d

23

If payments (line 21) are larger than tax (line 16), enter Overpayment

24

Amount of line 23 you wish credited to 1968 Estimated Tax

24

25

Subtract line 24 from 23. Apply to: □ U3. Savings Bonds, with excess refunded or □ Refund only

25

here

23

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statement, and to the best of my knowledge and belief it is
true, correct, end complete. If prepared by a person other than taxpayer, his declaration is based on all Information of which he has any knowledge.
►signature of preparer other than taxpayer

Sign
here

Your signature

Spouse's signature (if filing jointly, BOTH must sign even if only one hD INCOME

Dato

DatE

Address

